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from the borrower is less than the me-
dian household income of the house-
holds in the state. RUS will determine 
whether the borrower qualifies under 
this test according to the procedure set 
forth in § 1714.7(b)(2). 

(3) Borrowers serving 2 or more states. If 
a borrower serves consumers in 2 or 
more states, the rate disparity test and 
the consumer income tests will be de-
termined on a weighted average based 
on the percentage of the borrower’s 
total consumers that are served in each 
state. 

(b) Extremely high rates test. Except as 
provided in this paragraph, the Admin-
istrator shall make an insured electric 
loan at the 5 percent hardship rate to 
any borrower whose residential rev-
enue exceeds 15.0 cents per kWh sold. 
Residential revenue shall be calculated 
for the most recent full calendar year 
for which data are available and shall 
include sales to both seasonal and non-
seasonal consumers. If, at the time of 
loan approval, the area to be served is 
an urbanized area (notwithstanding 
that the area must be deemed a rural 
area to qualify for a loan under this 
part (See the definition of ‘‘rural area’’ 
in 7 CFR 1710.2)), then the borrower 
must satisfy the provisions of para-
graphs (a) and (d) of this section to 
qualify to the 5 percent hardship inter-
est rate. If at the time of loan ap-
proval, such area is outside an urban-
ized area, the loan shall not be subject 
to the conditions and limitations set 
forth in paragraphs (a) and (d) of this 
section. 

(c) Administrator’s discretion. The Ad-
ministrator may make a hardship rate 
loan if, in the sole discretion of the Ad-
ministrator, the borrower has experi-
enced a severe hardship. The Adminis-
trator shall consider, among other 
matters, whether factors beyond the 
control or substantial influence of the 
borrower have had severe adverse effect 
on the borrower’s ability to provide 
service consistent with the purposes of 
the RE Act, and which prudent man-
agement could not reasonably antici-
pate and either prevent or insure 
against. Among the factors that may 
be considered are system damage due 
to unusual weather or other natural 
disasters or Acts of God, loss of sub-
stantial loads, extreme rate disparity 

compared to a contiguous utility, and 
other factors that cause severe finan-
cial hardship. The Administrator will 
also consider whether a hardship rate 
loan will provide significant relief to 
the borrower in dealing with the severe 
hardship. 

(d) High density test. Except as pro-
vided in paragraph (b) of this section, if 
the average number of consumers per 
mile of the borrower’s total electric 
system exceeds 17, the 5 percent hard-
ship rate will not apply to funds used 
for the purpose of furnishing or im-
proving electric service to consumers 
located in an area that is an urban area 
at the time of loan approval, notwith-
standing that the area must have been 
deemed a rural area for the purpose of 
qualifying for a loan under this part. 
(See the definition of ‘‘rural area’’ in 7 
CFR 1710.2.) If the average number of 
consumers per mile of line of the bor-
rower’s total electric system exceeds 
17, the borrower must include, as a 
note on RUS Form 740c, Cost Esti-
mates and Loan Budget for Electric 
Borrowers, submitted as part of the 
loan application for a loan at the 5 per-
cent hardship rate, a breakdown of 
funds included in the proposed loan to 
furnish or improve service to con-
sumers located in urban areas. For 
such borrowers only funds for those fa-
cilities serving consumers located out-
side an urban area are eligible for the 
5 percent hardship rate. 

(Approved by the Office of Management and 
Budget under control number 0572–1013) 

§ 1714.9 Prepayment of insured loans. 

This section sets out provisions for 
prepayment of insured electric loans at 
face value. Provisions for discounted 
prepayment of RUS loans are set out in 
7 CFR part 1786. 

(a) Municipal rate loans. Loan docu-
ments for municipal rate loans shall 
provide for the following: 

(1) Prepayment on a rollover maturity 
date. All, or a portion of, the out-
standing balance on any advance from 
a municipal rate loan may be prepaid 
on any rollover maturity date pursuant 
to § 1714.6(a)(4). 

(2) Prepayment on a date other than a 
rollover maturity date. A borrower may 
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elect at the time of loan approval to in-
clude a prepayment option (call provi-
sion) that will allow the borrower to 
prepay all, or a portion of, the out-
standing balance on any advance on a 
date other than a rollover maturity 
date. Interest rates on advances from 
loans with a prepayment provision will 
be increased as set forth in § 1714.4(a). 

(b) Hardship rate loans. Loan docu-
ments for hardship loans shall provide 
that the loan may be prepaid at face 
value at any time without penalty. 

§§ 1714.10–1714.49 [Reserved] 

Subpart B—Terms of Insured Loans 

SOURCE: 60 FR 3734, Jan. 19, 1995, unless 
otherwise noted. 

§§ 1714.50–1714.54 [Reserved] 

§ 1714.55 Advance of funds from in-
sured loans. 

The borrower shall request advances 
of funds as needed. Advances are sub-
ject to RUS approval and must be re-
quested in writing on RUS Form 595 or 
an RUS approved equivalent. Funds 
will not be advanced until the Adminis-
trator has received satisfactory evi-
dence that the borrower has met all ap-
plicable conditions precedent to the ad-
vance of funds, including evidence that 
the supplemental financing required 
under 7 CFR part 1710 and any concur-
rent loan guaranteed by RUS are avail-
able to the borrower under terms and 
conditions satisfactory to RUS. 

§ 1714.56 Fund advance period. 
(a) For loans approved on or after 

February 21, 1995, the fund advance pe-
riod begins on the date of the loan note 
and is one year longer than the loan 
period, but not less than 4 years. For 
example, the fund advance period for a 
loan with a 2-year loan period termi-
nates automatically 4 years after the 
date of the loan note; a loan with a 4- 
year loan period terminates automati-
cally 5 years after the date of the loan 
note. The Administrator may extend 
the fund advance period on any loan if 
the borrower meets the requirements 
of paragraph (c) of this section. As de-
fined in 7 CFR 1710.2, the loan period 
begins on the date shown on page 1 of 

RUS Form 740c submitted with the 
loan application. 

(b) For loans approved on or after 
June 1, 1984, and before February 21, 
1995, the fund advance period begins on 
the date of the loan contract, or the 
most recent amendment thereto, and 
terminates automatically 4 years from 
the date of the loan contract, or the 
most recent amendment thereto, ex-
cept as provided in paragraph (c) of 
this section. 

(c) The Administrator may agree to 
an extension of the fund advance period 
for loans approved on or after June 1, 
1984, if the borrower demonstrates to 
the satisfaction of the Administrator 
that the loan funds continue to be 
needed for approved loan purposes (i.e., 
facilities included in an RUS approved 
construction work plan). Policies for 
extension of the fund advance period 
following certain mergers, consolida-
tions, and transfers of systems sub-
stantially in their entirety are set 
forth in 7 CFR 1717.156. 

(1) To apply for an extension, the bor-
rower must send to RUS, at least 120 
days before the automatic termination 
date, the following: 

(i) A certified copy of a board resolu-
tion requesting an extension of the 
Government’s obligation to advance 
loan funds; 

(ii) Evidence that the unadvanced 
loan funds continue to be needed for 
approved loan purposes; and 

(iii) Notice of the estimated date for 
completion of construction. 

(2) In the case of financial hardship, 
as determined by the Administrator, 
RUS may agree to an extension of the 
fund advance period even though the 
borrower has failed to meet the 120-day 
requirement of paragraph (c)(1) of this 
section. 

(3) If the Administrator approves a 
request for an extension, RUS will no-
tify the borrower in writing of the ex-
tension and the terms and conditions 
thereof. An extension will be effective 
only if it is obtained in writing prior to 
the automatic termination date. 

(d) Advances of funds from loans ap-
proved before June 1, 1984, are gen-
erally made during the first 6 years of 
the note. 
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